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is 0.8. Except firms III and VIII the remaining 8 firms
improved the value of their production as well as sales (Firm
X, improved only production but not sales). Increasing losses
were seen for firms II, ID, IX and X. Out of the four firms,
Firms II & IX were sustaining increasing losses inspite of their
ability to increase sales, while firms III and X incurred more
losses because of fall in the value of their sales. Among the
sick firms, Firms I, IV, and VIII experienced a decrease in
their losses (Firm-1 secured positive earnings in 1982). In
Firms I and IV lessening negative earnings were associated
with rising sales i.e., increasing sales resulted in falling losses.
For Firm-VIII, the amount of losses decreased inspite of the
reduction in sales.
Maximisation of profits is the main motive of all firms.
If a firm is unable to generate positive earnings, atleast it has
to try to minimise its losses. Coverage of fixed costs indicates
the working condition of a firm. Every firm has to cover its
fixed costs even if it stops production. The ability of a firm
to generate a surplus over fixed costs prevent losses. If the
amount of negative earnings is more than the fixed costs, it is
better to stop production.
Table 5.4 indicates whether the sick firms were able to
cover atleast their fixed cost. For the calculation of fixed
Table-5.4
COVERAGE OF FIXED COST IN SICK FIRMS
Fixed cost          Total surplus after
Firm                                        (Rs. in                meeting all the
________________________lakhs)_______expenses (Rs. in lakhs)
CHEMICAL GROUP                              ~                                  '
Firrn-1                                        2.66                           0.14
Firrn-Il                                     3.45                         -6.83
Firm-Ill                                   3.62                         -5.05
Firm-IV                                    0.57                         -0.69
ELECTRONICS AND ALLIED GROUP
Firm-VIII                                0.41                          -0.42
Firm-IX                                   3.78                         -2.61
Finn-X_________                    3.38                         -3.60
Source :   Annual report of the firms.